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Arizona Corporation Commission 
DOCKETED 
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BELLEMONT WATER COMPANY, AN ARIZONA PUBLIC SERVICE 
CORPORATION, AND BELLEMONT WATER COMPANY 
SHAREHOLDERS BRAD NESS, GLOFUA NESS, ERIK NESS, DIANAH NESS 
(AKA DIANA NESS), OPERATING AS AN ARIZONA PUBLIC SERVICE 
CORPORATION IN FACT,TO COMPLY WITH ARIZONA STATUTES AND 
COMMISSION RULES AND REGULATIONS. (DOCKET NO. W-02526A-10- 
0499) 

I. INTRODUCTION 
ORIGINAL 

On December 15, 2010, Staff of the Utilities Division (“Staff’) of the Arizona Corporation 
Commission (“Commission”), filed a Complaint a p n s t  Bellemont Water Company, Inc. (“BWC” 
or “Company”), an Amona public service corporation, and against Brad Ness, Gloria Ness, Erik 
Ness, and Dianah Ness (AKA Diana Ness) (“Named Shareholders”), operating as an Arizona public 
service corporation. That Complaint was amended on April 18, 2011, to add an additional count. 
Also on that date, Staff filed a Motion for Preliminary Injunction. 

The essence of the Complaint and Amended Complaint filed by Staff was the Named 
Shareholders and officers of the Company were misusing Company funds. The Complaints and 
Motion for Preliminary Injunction sought to prohibit that conduct. Following an Order to Show 
Cause Hearing conducted on May 3, 2011, the -matter came before the Commission at Open 
Meeting on May 26 and 27,2011. Decision No. 72376 was subsequently entered on May 27,2011, 
which ordered as follows: 

IT IS THEREFORE ORDERED that Bellemont Water Company shall not allow 
Brad Ness, Gloria Ness, Erik Ness, and Dianah Ness (aka Diana Ness) access to any 
funds and bank accounts of Bellemont Water Company until further order of the 
Commission. 

IT IS FURTHER ORDERED that Brad Ness, Gloria Ness, Erik Ness, and Dianah 
Ness (aka Diana Ness) shall not access any of the revenues and bank accounts of 
Bellemont Water Company until further order by the Commission. 

As of July 18, 2013, Steven D. and Janet A. Adams had acquired the Company’s stock 
through a foreclosure action a p n s t  the Ness’s for non-payment of debt owed by those Named 
Shareholders. The Named Shareholders are no longer shareholders or officers of the Company and 
have no access to the Company or its funds. See correspondence from Bellemont Water Company, a 
copy of which is attached hereto as Exhibit A. Therefore, Staff is recommending that this matter be 
dismissed, as further detailed below. 
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11. Background 

BeUemont Water Company (“B WC” or “the Company”), a subchapter “C” Corporation, 
was incorporated in Arizona in 1989. BWC has operated under a certificate of convenience and 
necessity (“CCSCN’) which was originally granted in Commission Decision No. 58079, dated 
November 12, 1992. The Company is a Class D utility providing water service to eight metered 
commercial customers and standpipe service to non-captive customers approximately ten miles 
southwest of Flagstaff in Coconino County, Arizona. 

On September 3,2008, Commission Decision No. 70482 authorized the Company to charge 
a standpipe water service rate of $15.00 per 1,000 gallons. This authorization contained several 
conditions pertaining to the handling and use of the funds received. 

On September 3,2009, the Company filed an application for a rate increase and application 
for approval to incur long-term debt from the Water Infrastructure Finance Authority of Arizona. 
The Staff Report was filed on February 10, 2010, recommending a rate decrease and a denial of 
financing. On February 25, 2010, Staff fded supplemental Staff Report darifyu;g water hauling 
surcharge language and standpipe conditions. 

At the August 24,2010, Open Meeting, Company President Brad Ness and Company Vice 
President Eric Ness were present. Additionally, Rodney Wilson and Klaudia Ness, BWC Secretary, 
appeared telephonically. Klaudia Ness alleged that there had been some mishandling of Company 
funds, specifically that BWC funds had been used by Company president Brad Ness to make 
payments on personal debt, namely a loan or loans used by certain Ness family members to 
purchase the stock of BWC. Klaudia Ness also stated that the standpipe service meter was within 
Brad Ness’ sole control and that she was concerned that standpipe revenue was not being deposited 
into the separate standpipe service meter bank account. She stated that approximately $6,000 of 
standpipe revenue was unaccounted for. 

The Commission voted on the rate and financing applications and issued Decision No. 
71 868. That Decision specifically reaffirmed the Commission’s previous order regarding use of 
standpipe revenue. Additionally, the Commission directed Staff to investigate the allegations of 
mismanagement made at the Open Meeting. Subsequently, Staff requested that the instant docket be 
opened to monitor the status and results of the investigation. Staff filed a complaint on December 
16,2010. 

Staff conducted an investigation, the results of which were presented in the Staff Report 
docketed herein on April 15,201 1. Staff made the following determinations: 

0 BWC has violated the Commission rule related to the required filing of its 2009 Utilities 
Division Annual Report. 
BWC has incurred long-term debt without the required Commission authorization. Brad 
Ness, Gloria Ness, Erik Ness, and Dianah Ness have caused BWC to incur long-term debt 
without the required Commission authorization. 

0 
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BWC has violated Commission orders related to the restricted handling and use of standpipe 
revenues. 
Brad Ness and Erik Ness have violated Commission orders related to the restricted handling 
and use of standpipe revenues. 
BWC and its officers failed to maintain the formalities of a separate corporate existence. 
Company earnings have been diverted for shareholders’ personal use, unrelated to the 
operations of the utility. 
Brad Ness and Erik Ness have caused Company earnings to be diverted for their personal 
use, unrelated to the operations of the utility. 
The continuation of the identified inappropriate financial practices of the Company and 
certain of its officers poses a serious threat to the Company’s financial health and, 
consequently, to the continued provision of safe and reliable water service. 

The Ness family members originally purchased their stock in the Company from the McLain 
family, and executed a promissory note as partial payment for that stock. The Ness family defaulted 
on that note and the McLain family brought a civil action agamst the Ness family. In order to settle 
that debt, the Ness family obtained a loan from Steven and Janet Adams, secured by the Company 
stock. The Ness family also defaulted on that obligation and, on September 7,2012, a civil action 
was filed by Steven and Janet Adams against Brad Ness; Gloria Ness; Erik Ness; Dianah Ness; 
Klaudia Ness and her husband, Elliott Ness; and Bellemont Water Company. The claim a p n s t  the 
Company was subsequently dismissed, and judgments were entered agsunst the individual 
defendants.’ As indicated in a minute entry issued by that Court on April 17,2013, those judgments 
were to be at least partially satisfied by a transfer of the defendants’ shares of stock in the Company. 
A copy of that minute entry is attached hereto as Exhibit B. 

111. PRESENT STATUS 

Steven Adams has informed the Commission in correspondence docketed August 1, 2013, 
that Brad Ness, Gloria Ness, Erik Ness and Dianah Ness, the four shareholders and/or officers who 
were prohibited from accessing any of the revenues and bank accounts of Bellemont Water 
Company in Decision No. 70482, no longer had any ownership interest in or involvement with the 
Company. Further, the Company’s annual report, hled with the Commission on August 3, 2013, 
reflects that said defendants are no longer officers or directors of the Company. A copy of that 
annual report is attached as Exhibit C. 

1 Copies of judgments against all defendants other than Klaudia Ness and the Company were docketed in this case 
on April 29,2013. The Judgment against Klaudia Ness was not docketed, but a copy of that judgment is attached 
hereto as Exhibit A. 
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Given that the persons who were the subject of Staffs Complaint and the Commission’s 
Decision No. 70482 no longer have any interest in or control of the Company, this matter is moot 
and the Complaint herein should be dismissed and docket should be administratively closed. 

Steven M. Olea 
Director 
Utilities Division 

SMO: sms/ JMA 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

BOB STUMP, CHAZRMAN 
SAW PIERCE 
BRENDA BURNS 
BOB BURNS 
3JSAN BI’ITER SMITH 

N THE MA’ITER OF THE INVESTIGATION ) DOCKET NO. W-02526A-10-0499 
3F THE FAILURE OF BELLEMONT WATER ) 
ZOMPANY, AN ARIZONA PUBLIC SERVICE ) DECISION NO. 
ZORPORATION, AND BELTXMONT WATER ) 
ZOMPANY SHAREHOLDERS BRAD NESS, ) ORDER 
ZLORIA NESS, ERIK NESS, DUNAH NESS (aka ) 
DIANA NESS), OPERATING AS AN ARIZONA ) 
PUBLIC SERVICE CORPORATION IN FACT, TO) 
ZOMPLY WITH ARIZONA STATUTES AND ) 
ZOMMISSION RULES AND REGULATIONS. 1 

3pen Meeting 
iuly 22-23,2014 
Phoenix, Arizona 

3Y THE COMMISSION: 

FINDINGS OF FACT 

4. Introduction 

1. On December 15, 2010, Staff of the Utilities Division (“Staff’) of the Arizona 

Zorporation Commission (‘Commission’’), filed a Complaint against Bellemont Water Company, hc.  

T73WC‘ or ‘%ompany”), an Arizona public service corporation, and against Brad Ness, Gloria Ness, 

Erik Ness, and Dianah Ness (AKA Diana Ness) (“Named Shareholders”), operating as an Arizona 

mblic service corporation 

2. On April 18,2011, that Complaint was amended to add an additional count Also on 

hat date, Staff filed a Motion for Prelirmnary Injunction. 

3. The Complaint and Amended Complaint filed by Staff alleged that the Named 

Shareholders and officers of the Company were misusing Company funds. The Complaints and 

Motion for Prelurunary Injunction sought to prohibit that conduct 

, . .  
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4. Following an Order to Show Cause Hearing conducted on May 3, 2011, the matter 

:ame before the Commission at Open Meeting on May 26 and 27, 2011. Decision No. 72376 was 

;ubsequently entered on May 27,201 1, which ordered as follows: 

IT IS THEREFORE ORDERED that Bellemont Water Company shall not allow 
Brad Ness, Gloria Ness, Erik Ness, and Dianah Ness (aka Diana Ness) access to any 
funds and bank accounts of Bellemont Water Company until further order of the 
Commission. 

IT IS FURTHER ORDERED that Brad Ness, Gloria Ness, Erik Ness, and Dianah 
Ness (aka Diana Ness) shall not access any of the revenues and bank accounts of 
Bellemont Water Company until further order by the Commission. 

5. As of July 18,2013, Steven D. and Janet A. Adams had acquired the Company’s stock 

hrough a foreclosure action against the Ness’s for non-payment of debt owed by those Named 

Shareholders. 

6. The Named Shareholders are no longer shareholders or officers of the Company and 

lave no access to the Company or its funds. See correspondence from Bellemont Water Company, a 

:opy of which is attached hereto as Exhibit A. 

7. Staff is recommendmg that this matter be dismissed, as further detailed below. 

3. Backmound 

1. Bellemont Water Company (“B WC” or “the Company”), a subchapter “C” 

:orporation, was incorporated in Arizona in 1989. 

2. BWC has operated under a certificate of convenience and necessity (‘‘CC&N‘? which 

vas origmally granted in Commission Decision No. 58079, dated November 12,1992. The Company 

s a Class D utility providing water service to eight metered commercial customers and standpipe 

,ervice to non-captive customers approximately ten miles southwest of Flagstaff in Coconino County, 

kbona. 

3. On September 3,2008, Commission Decision No. 70482 authorized the Company to 

:harge a standpipe water service rate of $15.00 per 1,000 gallons. This authorization contained several 

:onditions peaaining to the handhg and use of the funds received. 

.. 

Decision No. 
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4. On September 3, 2009, the Company filed an application for a rate increase and 

Lpplication for approval to incur long-term debt from the Water Infrastructure Finance Authority of 

4rizona. 

5. The Staff Report was filed on February 10,2010, recommendrng a rate decrease and a 

genial of financing. 

6. On February 25, 2010, Staff filed its supplemental Staff Report dallfymg the water 

iauling surcharge hguage and standpipe conditions. 

7. At the August 24,2010, Open Meeting, Company President Brad Ness and Company 

Vice President Eric Ness were present. Additionally Rodney Wilson and Klaudia Ness, BWC 

Secretary, appeared telephonically. 

8. During that Open Meeting, Klaudia Ness alleged that there had been mishandling of 

Eompany funds by the Named Shareholders, specifically that BWC funds had been used by Company 

xesident Brad Ness to make payments on personal debt, namely a loan or loans used by certain Ness 

Family members to purchase the stock of BWC. 

9. Klaudia Ness also stated that the standpipe service meter was within Brad Ness’ sole 

Zontrol and that she was concerned that standpipe revenue was not being deposited into the separate 

standpipe service meter bank account Klaudia Ness stated that approximately $6,000 of standpipe 

revenue was unaccounted for. 

10. The Commission voted on the rate and financing applications and issued Decision No. 

71868. That Decision specifically reaffirmed the Commission’s previous order regarding use of 

standpipe revenue. Additionally, the Commission directed Staff to investigate the allegations of 

mismanagement made at the Open Meeting. Subsequently, Staff requested that the instant docket be 

opened to monitor the status and results of the investigation. Staff filed a complaint on December 16, 

2010. 

11. Staff conducted an investigatim, the results of which were presented in the Staff 

Report docketed herein on April 15,201 1. Staff made the following determinations: 

a. BWC has violated the Commission rule related to the required hling of its 2009 

Utilities Division Annual Report. 

Decision No. 
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b. 

C. 

d. 

e. 

f. 

g- 

h. 
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BWC has incurred long-term debt without the required Commission 

authorization. Brad Ness, Gloria Ness, Erik Ness, and Dianah Ness have 

caused BWC to incur long-term debt without the requited Commission 

authorization. 

BWC has violated Commission orders related to the resmcted hand lq  and 

use of standpipe revenues. 

Brad Ness and Erik Ness have violated Commission orders related to the 

resmcted handling and use of standpipe revenues. 

BWC and its officers failed to maintain the formalities of a separate corporate 

existence. 

Company earnings have been diverted for shareholders’ personal use, unrelated 

to the operations of the utility. 

Brad Ness and Erik Ness have caused Company earnings to be diverted for 

their personal use, unrelated to the operations of the utility. 

The continuation of the identified inappropriate h c i a l  practices of the 

Company and certain of its officers poses a serious threat to the Company’s 

financial health and, consequently, to the continued provision of safe and 

reliable water service. 

12. The Ness family members originally purchased their stock in the Company from the 

dcLain family, and executed a promissory note as partial payment for that stock 

13. The Ness family defaulted on that note and the McLain family brought a civil action 

igainst the Ness family. 

14. In order to settle that debt, the Ness family obtained a loan from Steven and Janet 

idams, secured by the Company stock 

15. The Ness family also defaulted on that obligation and, on September 7,2012, a civil 

lction was Bed by Steven and Janet Adams against Brad Ness; Gloria Ness; Erik Ness; D i d  Ness; 

aaudia Ness and her husband, Elliott Ness; and Bellemont Water Company. 

.. 

Decision No. 
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16. The daim against the Company was subsequently dismissed, and judgments were 

mered against the individual defendants. As indicated in a minute entry issued by that Court on April 

7,2013, those judgments were to be at least partially satisfied by a transfer of the defendants' shares 

)f stock in the Company. A copy of that minute entry is attached hereto as Exhibit B. 

2. ComDany's Current Status 

1. Steven Adams has informed the Commission in correspondence docketed August 1, 

!013, that Brad Ness, Gloria Ness, Erik Ness and Dianah Ness, the four shareholders and/or officers 

vho were prohibited from accessing any of the revenues and bank accounts of Bellemont Water 

zompany in Decision No. 70482, no longer had any ownership interest in or involvement with the 

2ompany. 

2. 

- 
Further, the Company's annual report, fled with the Commission on August 3,2013, 

eflects that said defendants are no longer officers or directors of the Company. A copy of that a n n d  

eport is attached as Exbibit C. 

I. Staffs Analvsis 

1. Given that the persons who were the subject of Staff's Complaint and the 

zommission's Decision No. 70482 no longer have any interest in or control of the Company, this 

natter is moot and the Complaint herein should be dismissed and docket should be closed. 

3. Conclusions of Law 7 

1. The Company is a public water service corporation within the meaning of Article XV 

If the Arizona Constitution and A.RS. 40-250 and 40-252. 

2. The Commission has jurisdiction over the Company and of the subject matter of the 

tpplication. 

.. 

.. 

.. 

.. 

.. 

3. It is in the public interest to dismiss the Complaint fled herein. 

Decision No. 
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ORDER 

IT IS THEREFORE ORDERED that the Complaint filed by Staff against Bellemont Water 

3ompany, Inc. on December 15,2010, and amended on April 18,2011, is dismissed and th is  docket is 

iereby closed. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION 

CHAIRMAN COMMISSIONER 

30MMISSIONER COMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, I, JODI JERICH, Executive 
Director of the Arizona Corporaiion Cornmission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be affixed at the Capitol, in the City of 
Phoenix, this day of , 2014. 

JODI JERICH 
EXECUTIVE DIRECTOR 

DISSENT 

DISSENT 

SMO:sms\ JMA 

Decision No. 
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Service List For Bellemont Water Company 
Docket No. W-02526A-10-0499 

Brad Ness 
Gloria Ness 
Erik Ness 
Dianah Ness 
3960 North Pinal Street 
Kingman,AZ86409 

Klaudia Ness 
BELLEMONT WATER COMPANY 
P.O. Box 31176 
Flagstaff, AZ 86003 

Mary Kder Wong 
10426 West Harmont Dr. 
Peoria, AZ 85345 

Andrew Abram 
David M. Villadolid' 
Steven J. Lippman 
BURCH & CRACCHIOLO, PA. 
702 E. Osbom Rd., Suite 200 
Phoenix, AZ 85014 

Mi. Steve M. Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 W. Washugton 
Phoenix, AZ 85007 

Ms. Janice M Alward 
Chief Counsel, Legal Division 
Arizona Corporation Commission 
1200 West Waslungton Street 
Phoenix, Arizona 85007 

Decision No. 
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Exhbit A 

Docket No. W-02526A-10-0499 
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i EzJjqL .- ”. a: r- c a 1 I -- ,“a Bellemont Water Company 
P.O. Box 31 176 . ”. -*i f -t, 

Flagstaff ,AZ 86003 
928.526.385 I 
July 31,201 3 

i - .  . * ’ , ? >  .*a,\, C O H ~ ] S S / & i  
OCCKETCOMTROL 

Re: Docket # W-02526A-10-0499: Future Operating Plans Status Report 

Commissioners and StaR 

I am writing in rehrence to the status report for the future operating plans for the 
Bellemont Water Company. The corporate status has been restored and the 
ownership has changed. As of the meeting on July 18th, 2013, Steven D. Adams 
is the President of Bellemont Water Company and Klaudia Ness is Secretary. 
Brad Ness, Gloria Ness, Erik Ness, Dianah N e s s ,  and Elliott Ness no longer 
have ownership or involvement with Bellemont Water Company. The plans for 
the company are as follows: 

Klaudia Ness will remain SecretarylManager of the company and will 
continue to do the day to day operations and is the main contact for 
Bellemont Water Company. 
We are diligently working towards ADEQ compliance and have obtained 
Tata and Howard Engineering Firm to engineer our new chlorination 
system for the required 4 log removal. 
Together Ms. N e s s  and Mr. Adams will continue to meet and discuss the 
much needed repairs for the company and plan out the strategy for moving 
forward on the repairs and upgrades. Due to financial limitations, we will be 
prioritizing the essential and beneficial repairs first. 
A new accountant has been obtained to bring the tax information current 
so that we may obtain a much needed rate increase. It is also to be 
documented that she is limited to the tax information, and will not be 
allowed to discuss information outside of her scope. 
Ms. N e s s  will be working on diligently bringing the compliance issues 
current as well as the annual report. 
Our goal is to aid Bellemont Water in becoming a strong and sound utility. 

0 

0 

We are excited to be moving in a new direction. We look forward to the positive 
changes that are in the future for the Bellemont Water Company. Thank you. 

Sincerely, 

St enD.Ada Presi ent J - F A  
Klaudia R. Ness, Secretary 

S S  rn ecisicptp. 
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Exhbit B 
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IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 
IN AND FOR THE COUNTY OF COCONINO 

Deborah Young, Clerk 
Valerie House, Deputy Clerk 

Dan R. Slayton, Judge 
Division 2 
Date: April 17,2013 Patricia Yerkes, Court Reporter 

MINUTE ENTRY 
1 

STEVEN D. ADAMS and JANET A. ADAMS, 1 
husband and wife, 1 

1 
Plaintiffs, 1 

: )  

1 
1 
1 
1 
1 
1 
1 

Defendants. ) 

vs. ) Cause No. CV 2012-00590 

BRAD NESS and GLORIA NESS, husband and 
wife; ERIK NESS and DIANA NESS, husband 
and wife; ELLlOlT NESS and KLAUDIA NESS, 
husband and wife; and BELLEMONT WATER 
COMPANY, INC., an Arizona Corporation. 

ACTION: Oral Argument 

APPEARANCES: Counsel, David Villadolid, is present and appearing on behalf of the 
Plaintiffs. Defendant, Elliott Ness, is present and appearing in propria persona. 

2:02 p.m.: Court is in session. 

The Court notes this is the time set for Oral Argument; adding that there was a Motion 
'to Dismiss regarding Bellemont Water Company, Inc. 

Counsel Villadolid presents oral argument. 

Court afid Mr. Ness confer regarding the fact that no Response was filed in thk matter; 

Court and Counsel confer regarding the amount to be considered for damages as well 

it is not included in the Court's file. 
cl 
::I 
6: as the need for an evaluation of the value of shares. 

J c I LQq&ipgNo. 
*n ' 

0 -  
r . .  - - __ 2-P 

$ 2  

..l f- ' -  
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In re the Matter of: Adams vs. Ness 
Cause No. CV 2012-00590 
April 17, 2013 

IT IS ORDERED entering Judgment in the amount of $141, 014.58; either by way of 
Judgment by Default or by way of the pleading and up through today's date. 

FURTHER ORDERED awarding the cost of attorney's fees to the Plaintis in the 
amount of $ 8,307.00. 

For the Record, the Plaintis have agreed not to execute said judgment until a 
valuation of the stock has been completed; then the amount will be offset against what is owed 
by the Defendant's in this matter. 

2:28 p.m.: Court adjourns. 

E-&& ra Meyer, Burch & Cracchiolo, P.A., 702 E. Osbom Rd., Phoenix, AZ 85014 
Klaudia Ness, 5030 E. Cortland Blvd., D-5, Flagstaff, AZ 86004 
Bridget A Humphrey, Legal Division, Arizona Corporation Commission, 1200 W. Washington St, Phoenix, 
AZ 85007 
Brad Ness, 3960 N. Pinal St, Kingman, AZ 86409 
Gloria Ness, 3960 N. Pinal St , Kingman, AZ 86409 
Erik Ness, 3960 N. Pinal St., Kingman, AZ 86409 
Diana Ness, 3960 N. Pinal St., Kingman, AZ 86409 
Bellemont Water Company, do: Tevis Reigh, 7350..Hutton Ranch Rd., Flagstaff, AZ 86004 
\ti z 

Page 2 of 2 
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Exhbit C 

Decision No. 
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1. C H A R  OF BUSINESS 

UTILITIES. 
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5b. Rsviewall cwpardon medmwr8to deaermine if the w i g i d  number rrf shameb chqed. -net 
rninutm for the number of chams issued. 

Number d Bhare&dimtcs Issued 
146965 

Harnm: 
T i t l e :  

ABdreRs: 
D a t a  Taking Qffiea: 

N m :  
Address: 
nab Takinu O f f i c e :  

N-3 
Address: 
D a t e  Tak.%.ng ffios: 

Decision % 0. 

http ://images. azcc. gov/scripts/cgi/dwispart2 .d?COMMAND+&SES SIONID-76V3 LT9.. . 1 2/ 1 1/20 1 3 
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